
MAINTENANCE FEE RECOVERY PROGRAM 



Due to the overwhelming number of Time Share opportunities currently available in the market, manage- 
ment and marketing companies alike are looking for new ways to enhance the value of their particular package. 
They are looking for ways to set themselves apart from the competition. In addition, marketing companies are al- 
ways looking for "button up" ideas when attempting to close a deal. These ideas must also be as inexpensive as 
possible, in order to keep profits and margin up. The Maintenance Fee Recovery Program is the creative finan- 
cing idea that can accomplish this. The principal is simple, yet effective. Here is how it works. 

When a buyer signs the agreement he is offered an option of pre-paying the annual maintenance and 
Title Company fee. Since these fees must be paid each year regardless of the method, the buyers choice is to either 
pre-pay the fees, or pay them annually. 

When using the pre-payment option, the HOA (Home Owners Association) takes the pre-paymerit por- 
tion (usually 7 or 1 0 years times the monthly fees) upon closing, much like a bank receives the closing costs in a 
mortgage. These monies are invested by the HOA in a special trust specifically set up to legally protect their 
not-for-profit status. 

In return for the pre-payment, the HOA guarantees the buyer that a certain number of yearly HOA dues 
will be covered. How many years the pre-payment will cover depends upon the current rate of return, but it 
must always be attractive enough to encourage the buyer to prepay. 

The pre-payment option is advantageous to the buyer, the management company, and the Home 
Owners Association. The buyer receives a number of years maintenance free, plus he has a certain marketable 
equity in the pre-payment money. This equity can be transferred to another buyer should he sell his interest 
in the Time Share. The management company has a tool to assist in closing the deal. Hie HOA has their fees 
prepaid eliminating collection costs and defaults. 

Everyone wins! 

Following are three examples of how this can work financially. The first shows the growth of the seven 
year pre-payment at various interest rates while it is in the trust account. Hie second set of data shows the same 
investment with an additional $100/yr. Title Company Disbursement Fees (or Trust Company Disbursement 




Fees) deducted from the account. 

All calculations are based on simple interest compounded annually. 
Example: 

Mr. New Owner chose the 10 year pre-payment option. He pays an additional $2800 at closing (this 
covers 7 years), since he is now guaranteed 10 years of dues, he has already made a profit of $1200. 

The HOA puts the money in the Trust and has a 13% annual return on their investment. At the end of 
10 years the HOA can pay an additional $295 to Mr. New Owner, in addition, during the past 10 years, the HOA 
has had no collection or billing expense for this account. 

If the HOA has only a 12% return on the investment they may bill for the remaining $78.00. 
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following information is provided for informational purposes only and any reproduction 
ing of it Is strictly prohibited by Federal Copyright laws. 



Interest Table 


Principal/ 
Years 


Percentages 


2800 


10.0. ] 


, 12.0 


13.0 


14.5 


1 


$3,030 


' $3,136 


$3,164 


$3,206 


2 


$3,388 


$3,512 


$3,575 


$3,671 


3 


$3,727 


$3,934 


$4,040 


$4,203 


• 4 


$4,099 


$4,406 


$4,565 


$4,813 


5 


$4,509 


$4,935 


$5,159 


$5,510 


6 


$4,960 


$5,527 


$5,829 


$6,309 


7 


$5,456 


$6,190 


$6,587 


$7,224 


8 


$6,002 


$6,933 


$7,444 


$8,272 


9 


$6,602 


$7,765 


$8,411 


$9,471 


10 


$7,262 


$8,696 


$9,505 


$10,845 



This is a table of simple interest calculations, 
compounded yearly. 
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Interest Table 



Principal/ 
Years 


Percentages 


40UU 


10.0 


12.0 


13.0 


14.8 


1 


$2,680 


$2,736 


$2,764 


$2,806 


2 


$2,548 


$2,664 


$2,723 


$2,813 


3 


$2,403 


$2,584 


$2,677 


$2,821 


4 


$2,243 


$2,494 


$2,625 


$2,830 


5 


$2,067 


$2,393 


$2,567 


$2,840 


6 


$1,874 


$2^81 


$2,500 


$2,852 


7 


$1,662 


$2,154 


$2,425 


$2,865 


8 


$1,428 


$2,013 


$2,341 


$2,881 


9 


$1,170 


$1,854 


$2,245 


$2,899 


10 


$888 


$1,677 


$2,137 


$2,919 



This is a table of simple interest calculations, compounded yearly, 
with a $400 annual homeowners association dues (HOA) subtracted. 



Maintenance Fee Recovery Program 





Y«ar of Invtstmtnt 



6/24/96 



© V.E. DeVeux and Associates, LLC. 



Pagt 3 



Maintenance Fee Recovery Program 



Interest Table 


Principal/ 
Years 


Percentages 


2800 


10.0 


12.0 


13.0 


14.5 


1 


$2,580 


$2,636 


$2,664 


$2,706 


2 


$2,338 


$2,452 


$2,510 


$2,598 


3 


$2,072 


$2,247 


$2,337 


$2,475 


4 


$1,779 


$2,016 


$2,140 


$2,334 


5 


$1,457 


$1,758 


$1,919 


$2,172 


6 


$1,103 


$1,469 


$1,668 


$1,987 


7 


$713 


$1,145 


$1,385 


$1,776 


8 


$284 


$783 


$1,065 


$1,533 


9 


($187) 


$377 


$703 


$1,255 


10 


($706) 


($78) 


$295 


$937 



This is a table of simple interest calculations, compounded yearly, 

with a $400 annual homeowners association dues (HOA) 

and $100 annual Title Company Disbursement fees subtracted. 
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6/24/96 ® V.E. DeVeux and Associates, LLC. Pag@ 4 





NTENANCE AND FEE RECOVERY PROGRAM 



fPOSED PROCEDURES FOR FORECLOSURE OF EXISTING TIME SHA RE 
* *unfc*^ I NT E RV AL 

Example: Mill Farm* Resort HO A, Inc., a not for profit corporation. 

Assuming a 100 unit project (5,100 intervals), each interval sold for $12,000 plus 

$400 maintenance fee. Out of the 5, 100 intervals, HOA has to foreclose on 400 intervals 

and they lose approximately $160,000 a year in maintenance fees. They must sell these 

intervals as quickly as possible. 

#1 They (Mill Farm HOA) could hire a licensed Broker to market and sell the 

intervals for $10,000. 

A. The Broker receives a 20% commission ($2,000). 

B. The purchaser would then be required to pay the $400 maintenance 
fee. 

NOTE: This procedure has been used with very little success. 

#2 The HOA could market the intervals for $10,000 (no commissions, only 
costs as HOA is a non-profit organization). Built into the $10,000 price would be the 
maintenance fee of $400 per interval year at seven ($2,800 total). There would be NQ 
DOWN PAYMENT, the $10,000 would be financed at 14%, $2,800 would be placed in a 
third party trust at close of escrow. The interest would be given to the purchaser, less 
costs as per the agreement, and paid annually to HOA which would eliminate the 
maintenance fee for the purchaser. The HOA could then sell the remaining note at a 
discounted rate. 
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MAINTENANCE AND FEE RECOVERY PROGRAM 



Time Share - CC&Rs requires a Home Owners Association (HO A) registered with 
the Corporation Commission as a non-profit corporation. This presentation is to address 
maintenance fees, marketing and profitability. 

Assuming a developer is planning to build a 200 unit time share project, all the 
units will be 2 bedroom, 2 bath, approximately 1,200 square feet fixed unit floating time. 
There are 10,200 intervals leaving one week for maintenance, which is the standard 
procedure. 

Assuming an interval sells for $15,000 x 51 weeks = $765,000 x 200 = 
$153,000,000 gross for the developer, which will probably sell out within three to five 
years in today's market. The maintenance fee per unit is approximately $400 per 
interval, paid annually. Four hundred ($400) x 5 1 intervals is $20,400 per unit or 
$4,080,000 for 200 units. 

As mentioned before, the Home Owners Association is a non-profit corporation. 
The maintenance fees are $400 per interval. The cost to the buyer is $400 per year or 
$2,800 over a seven year period. 

I address your attention to the following copyrighted material regarding Home 
Owners Association and the Maintenance Fee Recovery Program. 

5/16/96 (C) V. E. DeVeux & Associates L. L. C. 



4-o1 /iff, J77 



MAINTENANCE AND FEE RECOVERY PROGRAM 



THE ABOVE LISTED PROCEDURE WOULD NOT ONLY BENEFIT THE 
PURCHASER, BUT ALSO THE "HOA", AS THEY WOULD BE GUARANTEED 
THE MAINTENANCE FEE FOR SEVEN YEARS. ON THE RESALE, NO 
FINANCIAL ASSURANCES WOULD BE REQUIRED. THIS PROCEDURE 
SHOULD BE REPEATED EVERY SEVEN YEARS ELIMINATING PAYMENT OF 
MAINTENANCE FEES FOR THE PURCHASER. 

In the event that the sale price cannot be marketed, sell the interval for cost and 
guaranteed maintenance fees. 

NOTE : Documentation over the years indicates that time shared tours account for 
approximately 10% sales. I believe this procedure would generate at least 
20% to 30% more sales. 
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MAINTENANCE AND FEE RECOVERY PROGRAM 



THE BELOW LISTED PROCEDURES ARE BASED ON GROSS PROFIT. 

At the present time there are 5 1 interval weeks and one interval week for 
maintenance for a total of 52 intervals per unit. Sales price of $15,300 per interval x 51 = 
$780,300 x 1 12 units = $87,393,600. Maintenance fees of $400 per interval x 51 
interval weeks = $20,400 x 1 12 units = $2,284,800. The units are sold as fixed units 
with floating time. (All units are 2 bedroom, 2 bath, including lock off.) 

IN COMPARISON 

Fifty-two (52) intervals per unit can legally be sold and have no specific 
maintenance period for the entire project if the following procedures are used. 

Example: 52 intervals x 1 12 units = 5,824 intervals. 

Total gross figure would be $795,600 per unit x 1 12 units = $89,107,200 gross 
sales, realizing an additional $1,713,600 in gross sales. 
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